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We are a Utility for the People,

Not for Profit

UTILITY RATE ADJUSTMENTS

July 30, 2015
BRAD HiLL, RG & RYAN ROBERTS, PE

City COUNCIL PolLicy

City Council adopted Water Policies
Al, A2 & A3 Enterprise Funding & Rate Design

Require a formal rate study to be conducted
every three years

to determine cost-of-service for

water & sewer services

Sl i,
Building SustainAble Communities




PURPOSE

Carefully analyze and develop rates that are
sufficient to fund the Operation, Maintenance

and Replacement of essential utility

infrastructure while maintaining a commitment

to affordability and transparency.

G

>

OBIJECTIVE

Ensure the City can responsibly invest in the

infrastructure needed to provide round-the-
clock, safe and reliable utility services to
ensure the public's health and economic

vitality of our community today and into the
future.
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Utilities Efficiency Initiatives - Staffing Reductions
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* Eliminated 10 positions at beginning of Great Recession

* Rebuilding Division staff methodically

Utilities Efficiency Initiatives

 Starting to implement Energy efficiency within Operations
¢ Solar Panels, replacement of Blowers & Pumps
e S$20 K per month savings

* Leak Detection Surveys
e Completed >200 miles of distribution system
e Better understand our Lost & Unaccounted For water

* Conducting Master Plans & Condition Assessments
e Accurately demonstrate the problem with confidence
» Strategically spend Utilities limited dollars
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Rates Process - Flagstaff

* Policies-Council
Master  Water Resources

I . * Water System-NCS Engineers
P anni ng * Sewer System-Brown & Caldwell
* SCADA-SW Automation

I nfra structure o Hire Professional Experts
o |dentify capital needs
Assessment

* Revenue requirements
* Cost of Service

Rate Study e Fair and equitable
e Financial Experts

WILLDAN

Financial Services

Reliable infrastructure = Reliable services

ARIZONA'S INFRASTRUCTURE
G.P.A.

Infrastructure is all of the systems built to ROADS
make our lives betier and our economy

more efficient. Roads, water pipes, dams,
raiiways and much more make up the DAMS
modecn InfFRSHTCtUCe Vou LS every day.
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Aging Water and Sewer Infrastructure

26.2 miles of pipe is
older than 70 years

( ), much of it in
Downtown/Southside !

10-Year Infrastructure Recommendations
Flagstaff Utility System

Funding Proposed

* Waterline replacement  $2.0M/yr +S1.4M/yr

* Meters-Radio Read AMR  $300k/yr +S180k/yr

* Sewerline Replacement  S1.0M/yr +S$750k/yr

» Manhole Replacement $0 +$350k/yr
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WATER OPTIONS

Option 1 3% Annual Increase Exceeds 20% Debt service
|:> threshold-29%
Option 2 7% Annual Increase Meets all financial
policies

* Additional options to modify tierred rates

EQ‘WILLDAN ‘
Financial Services
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Proposed 3% Water Rates
Fixed Monthly Charge

Table W-11 Rate Option 1A
Water
Water Rate Structure - Fixed Charges
Monthly Fixed Charge - Inside City
Meter Size Current FY 16 FY 17 FY 18 FY 19 FY 20
0.75 1342 & 1383 $ 1425 $ 1468 S 1513 $ 1559
15.80 16.28 16.77 17.28 17.80 18.34
21.75 2241 23.09 23.79 2451 25.25
28.90 29.77 30.67 31.60 3255 33.53
45.57 46.94 48.35 49.81 51.31 52.85
69.38 71.47 73.62 75.83 78.11 80.46
128.91 132.78 136.77 140.88 145.11 149.47
200.34 206.36 212.56 21894 22551 232.28
283.68 292.20 300.97 310.00 319.30 328.88

*Qutside City rates 1.10x higher

A7 WILLDAN

Financial Services

Proposed 3% Water Rates

Flow Charge per 1,000 Gallons - Inside City

Customer Class Tier Range Current  FY16 FY 17 FY 18 FY 19 FY 20
0-3700 Gal/Mo 5 277 S 292 S 303 S 314 S 325 S 336
Residential 3751 5 400 Gal/Mo 359 376 3.90 404 417 431
6,401 - 11,700 Gal/Mo 5.53 5.76 5.96 6.16 6.36 6.56
11,701 and above 11.06 11.46 11.83 1221 12.59 12.98
Multi-Family All Usaee 3.56 373 3.86 4.00 4.13 427
Commercial All Usage 3.78 3.96 4.10 4.25 439 4.54
Northern Az Univ All Usage 347 3.64 377 391 4.04 418
Lawn Meter All Usage 3.78 3.96 4.10 425 439 454
Manufacturing All Usage 373 3.91 4.05 4.19 433 4.47
Standpipe All Usage 5.78 6.02 6.22 6.43 6.64 6.85

Energy Surcharge $ 096 S - = . & P

*Qutside City rates 1.10x higher

A7 WILLDAN

Financial Services
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SEWER OPTIONS

Exceeds 20% Debt service

i 0
Option 1 5.5% Annual Increase threshold-29%
Option 2 7% Annual Increase Meetsiallifinancial
policies
WILLDAN

Financial Services

PROPOSED 5.5% SEWER RATES

Flow Charge per 1,000 Gallons - Inside City
Rate Code Current FY 16 FY 17 FY 18 FY 19 FY 20

Residential $3.80 $4.01 $4.24 $4.48 $4.73 $5.00
Car Wash 3.82 4,04 427 451 4.76 5.03
Laundromat 3.92 4.14 437 4.62 4.88 5.15
Commercial 4.02 4.25 4.49 4.74 5.01 5.29
Hotel 5.38 5.68 6.00 6.33 6.68 7.05
Restaurant 6.46 6.82 7.20 7.60 8.02 8.47
Ind Laundry 5.94 6.27 6.62 6.99 7.38 7.79
Manufacturing ~ 4.32 456 4.82 5.09 5.37 5.67
Pet Food 9.48 10.01 10.57 11.16 11.78 12.43
Soft Drink 751 7.93 8.37 8.84 9.33 9.85
Ice Cream 7.51 7.93 8.37 8.84 9.33 9.85
Northern Az 3.48 3.68 3.89 411 4.34 4.58
University

*Qutside City rates 1.10x higher

Rates above include Energy Surcharge of $.47

A/ WILLDAN

Financial Services
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RECLAIMED WATER OPTIONS

Exceeds 20% Debt service

. 0,
Option 1 3% Annual Increase threshold-29%

Meets all financial

Option 2 7% Annual Increase -
policies

WILLDAN

Financial Services

PROPOSED 3% RECLAIMED WATER RATES

Flow Charge per 1,000 Gallons - Inside City
Description Current Fy16 FY 17 FY 18 FY 19 FY 20
Private Residential (R1)

0-3,700 Gal/Mo S 1.23 § 1.27 S 130 $ 134 S 138 $ 1.43
3,701 - 6,400 Gal/Mo 1:52 1.57 161 1.66 171 1.76
6,401 - 11,700 Gal/Mo 2.20 227 233 2.40 2.48 2.55
11,701 + Gal/Mo 4.13 4.25 4.38 451 4.65 4.79
Commercial (no main ext) (C) 1.59 1.64 1.69 174 1.79 1.84
Commercial (w/ main ext) (C) 3.40 3.50 361 3.72 3.83 3.94
Manufacturing (no main ext) (MN) 1.57 1.62 167 1.72 1.77 1.82
Manufacturing (no main ext) (MN) 347 3.27 3.36 3.46 3.57 3.67
NAU (Sinclair Wash - 1/M Fields) (NA) 1.48 1.52 1.57 1.62 1.67 1.72
NAU (all other) (NA) 37 3.27 3.36 3.46 3.57 3.67
City Departmental (MU) 1.59 1.64 1.69 1.74 1.79 1.84
Hydrant Meter (HM) 3.55 3.66 3.77 3.88 4.00 4.12
Standpipe (SP) 3.87 3.99 4.11 423 436 4.49

Off Peak / Golf Course (WR)
0 - 150 Million Gal 1.38 1.42 1.46 151 1.55 1.60
150 Million + Gal 1.07 1.10 1.14 1.17 1.20 1.24
Untreated Surface Water 1.32 1.36 1.40 1.44 1.49 1.53

WILLDAN

Financial Services
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STORMWATER RATE OPTIONS

Funds $400 K in CIP

Option 1 3% Annual Increase
Pay as you go
Option 2 6% Annual Increase Funds $600 K in CIP
Pay as you go
Option 3 6% Annual Increase Funds $1M in CIP

With Cash & Debt Svc

Funds $15M Rio De Flag
Option 4 15% Annual Increase and $400 K in CIP
With Cash & Debt Svc

WILLDAN

Financial Services

PROPOSED 3% STORMWATER RATES

Stormwater Rate per ERU
Current FY 16 FY 17 FY 18 FY 19 FY 20

Table SW-6 Rate Option 1
Stormwater
Stormwater Rates per ERU

S 130 S 134 S 139 S 144 S 149 S 154

Residential (3 ERUs) = Existing $3.90/month
Proposed: $4.02/month or $0.12 increase

WILLDAN

Financial Services

7/30/2015
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Water Rate Survey
Residential Customer 3%” mtr

Munds Park

W. US Route 66
Doney Park
Mountaire
Sedona

Forest Lakes

Williams City

Winslow

$- $20 $40 $60 $80 S1
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Sewer Rate Survey

Residential Customer @ 4,000 Gal / Mo.

Williams City
Winslow
Chandler
Glendale

Mesa
Page
Gilbert

Flagstaff - Propgged

Flagstaff - Existjn,

$20 $30 $40

« BASED ON 4000 GALLON
WATER USAGE — 3% Option

« Monthly Water Increase:
$0.90/mo

* Monthly Sewer Increase:
$0.84/mo

» Monthly Stormwater Increase:
$.12/mo

 Total Increase = $1.86 per
Month For FY16

7/30/2015
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RESIDENTIAL CUSTOMER - 3% Option

CURRENT ACTVITY CONSUMPTION
ENVRMT MGMT PRGM FEE
TRASH 20 GAL RES
STORMWATER FEE

BASE CHG:34" METER
WATER: 0-2,700 GALS
3,701-8.400 GALS
ENERGY SURCHARGE
SEWER: SINGLE FAMILY
AZ WATER QUALITY SF
SALES TAX 8.951%

CURRENT ACTIVITY (DUE 05/27/2015)
ACCOUNT BALANCE

R - Bccount Hnber R
i 70 on 2611 v
Flagaastl. A7 85002 2487 cdecuead |

mi = 4000 GALLON WATER USAGE — 3% Option

Monthly Water Increase: $0.90/mo
Monthly Sewer Increase: $0.84/mo
Monthly Stormwater Increase: $0.12/mo

Total Increase = $1.86 per Month
or ~$24 per year for FY16

IMPACT TOP 15 CUSTOMERS

Monthly Water Bill Monthly Water Bill Monthly Annual

Customer Existing Rates Proposed at 3% $ Change $ Change
68,885 70,952
21,181 21,816
15,509 15,974
13,820 14,235
9,468 9,752
8,367 8,618

8,367 8,618

R VA V" R VN A R
“v n »n v un v n n

8,008 8,248

Radisson Woodlands Hotel $ 5,614 5,782

Pepsi 4,884 5,031
Mission Linnen 3,889 4,006
Courtyard Marriott 2,085 2,148

United Metro 1,072 1,104

“v »n »n n n n

Joy Cone 838 863

13
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For more information on the City’s Rate
Study and background information please
go to City of Flagstaff Website

http://www.flagstaff.az.gov/water rates

. Reliable infrastructure = Reliable services ‘

Proposed schedule

v' 7-16-2015 —Water Commission Final review
* July-Sept Community meetings

* 8-25-2015 — City Council Notice of Intent

* 10-6-2015 — City Council Public Hearing

» Early 2016 - Proposed Rates Effective

. e
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TIERED RATE OPTIONS
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L
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TIERED RATE OPTIONS

Concept: To promote water conservation, the rates charged by
the City to its customers increase exponentially depending on the
level of use by the customer.

* Option A — Change to Tier rates for
Apartments, Commercial, Manufacturing and
NAU

* Option B- Round Tier levels to even 1000

G

>

TIERED RATES CASE STUDYS

* Impact on Commercial and Manufacturing
Customers

* The impact to Northern Arizona University

ggj Annual Peak Use
30%
25% 1,600,000,000 1~
ig; 1,400,000,000 +~
To% 1,200,000,000
5% - l ] l 5 l " mCustomer Class 1,000,000,000
0% = 800,000,000
u% of Total 000,
\‘\ & x* o‘v < 600,000,000 + ® Annual Peak Use
& (90 <,°¢<f & Qz Q 000, §
,(&}@ Q&«,\ Q&\_ ”}\ S Qx’o (’@ 400,000,000 f
NG E SR 200,000,000
RSt N ,000, s '
_\@“\_3@@@@@‘? 0 e -
P& & CRPOIPCIIVIIC IR <
IS & P FSS S
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Impact of Non-Residential Tiered Water Rates

Top Users - Commercial Customers

[ e e O [T
Existing Rates Proposed Water Rates

Little America $13,820 $ 18,898 $5,077 37%

Mission Linen Supply 3,662 4,969 1,307 36%

Sherwood Forest

Laundry 2,020 2,736 715 35%

Peaks Healthcare Senior

Living 1,963 2,654 691 35%

Flagstaff Medical Center 8,367 11,286 2,919 35%

Super Express Car Wash 2,378 3,198 819 34%

Mission Linen Supply 3,889 5,209 1,321 34%

Coconino County Jail 5,181 6,867 1,686 33%

Courtyard Marriott 2,085 2,618 533 26%

Woodlands Village

Shopping Center 2,136 931 (1,205) -56%

Woodlands Hotel 5,614 2,444 (3,171) -56%

Woodlands Village

Flagstaff / Ramada 2,621 1,139 (1,482) -57%

Impact of Non-Residential Tiered Water Rates
Top Users - Manufacturing Customers

m Monthly Water Bill|[Monthly Water Bill|  $ Change % Change
Existing Rates Proposed Water Rates

SCA Tissue $11,082 $12,438 S 1,356 12%
Pepsi Cola 4,884 5,449 565 12%
Nestle Purina Pet Care 8,008 8,910 902 11%
Joy Cone Co. 838 880 43 5%
W.L. Gore 9,468 9,260 (208) -2%
United Metro Materials 1,072 1,016 (56) -5%
Arrow Redi-Mix 290 208 (82) -28%
Mountain Heart 97 53 (44) -46%
Coast & Mountain

Properties 228 114 (114) -50%

7/30/2015
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Impact of Non-Residential Tiered Water Rates

Northern Arizona University

Tiered Option
Monthly Water Bill Monthly Water Bill|  $ Change % Change
Existing Rates Proposed Water Rates

Northern Arizona o
— $ 68,885 $ 78,225 $ 9,340 14%

Option 1- Tier Rates Annual Increase of ~$112,080
Vs
Option 1- Proposed 3% Annual Increase ~5$24,800

G

>

History of Residential Tier Changes
(Water Rate Option 1c)

Prior to 2011 (gal) | Existing (gal) Proposed (gal)

Tier 1 0-5,000 0-3,700 0-4,000

Tier 2 5,001-15,000 3,701-6,400 4,001-7,000
Tier 3 15,001-25,000 6,401-11,700 7,001-12,000
Tier 4 25,000 and above 11,701 and above 12,001 and above

Tier 4 represents 5% of total customers

. e
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